
A40.1 

Appendix A40 

Answers to Balance-of-Payments Problem #1 

 

 

1. Exports of goods 

 

2. Imports of goods 

 

3. Exports of services &  

   income  

 

4. Imports of services &  

   income  

5. U.S. private assets 

abroad 

 

6. U.S. official assets abroad 

 

7. Foreign assets in U.S. 

private 

 

8. Foreign assets in U.S. 

official 

 

Total  

 

 

Merchandise trade balance = lines 1 + 2 = 100 - 75 = + $25 

Current account* = lines 1 + 2 + 3 + 4 = 100 - 75 - 5 - 10 = + $10 

 

 

* Would also include unilateral current transfer account (none in this example). 
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A40.2 

 

Answers to Balance-of-Payments Problem #2 

 

Type of flow    Entries    Answers 

a) Goods exports    +$200 (Cloth)   +$200 

b) Service & income exports       +50 (tourism)   +50 

c) Goods imports         -l00 (wheat)   -l00 

d) Service & income imports       -5 (use of foreign capital) -5 

e) Unilateral current transfers     +l00 (foreign aid received)  +100 

 

Balancian assets abroad: 

 

f) Private          -200 -50 –60   -310 

         (IOU) (travel- (US demand 

      lers   ' deposit held 

      checks) by local bank) 

 

g) Official         +30    -  30   0 

         (gold)     (SDRs) 

 

 

Foreign assets in Balancia: 

 

h) Private     +5 (they have Balancian  +5 

      demand deposit) 

i) Official     +60 (they have Balancian +60 

      demand deposit) 

 

j) Current account        +245 

   = a+b+c+d+e 

 



A40.3 

 

Answers to BALANCE-OF-PAYMENTS Problem #3 

 

 The question tells you that you are a real life statistician, i.e., you don’t 

know both sides of each transaction. You are looking at NET flows over the period. 

Moreover, you rely on imperfect data. This is another way of telling you that debits 

need not sum to credits on the basis of known information (as they don't in the real 

world BOP handout we examined in class). 

 

 Below are the answers: 

 

 6a = +$100; 6b = -$80; 6c = +$5 + $10 = +15 (did you realize that $10 in interest 

represented exports of the services of Balopian capital?); 6d = -$15 -$20 = -$35 (did 

you realize that $20 in dividends represented the import of the services of foreign 

capital?); 6e = +$8 (we don't know whether the aid was in the form of a capital or 

a goods flow, but in either case it would have appeared as a debit. Thus, we must 

have a "dummy" credit entry in this account); 6f = +$11; 6g = +$17; 6h = +$3 (gold 

was exported, hence, a credit entry must be made. Since we are dealing with reserves, 

however, the credit shows up not under exports but under official reserve assets); 

6i = $0 (there were no reports of any changes in this account). 

 

 If you did everything correctly up to this point, you would have found that 

when you summed your accounts (6a through 6i), you had a net plus total of +$39. Since 

credits exceed debits, you must enter a dummy negative entry of -$39 under statistical 

discrepancy. Hence, 6j = -$39. 

 

 The balance of trade is 6a+6b = +$20. The balance on current account is 

6a+6b+6c+6d+6e = +$8.1 

 

 

                     
1 Note that the “capital account” (see p.150.6) is not represented in this         

example. 


